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[Abstract]

The Effects of Firm’s Land Value on the Investment in Korea

Taegi Kim* - Keunyeob Oh**

This paper investigates whether the size of investment in Koreans firms is related
with the land value of the firms. For the period of 1980 to 2008, we analysed 132
Korean firms’ data. According to Modigliani-Miller, the investment has nothing to do
with the financing methods under the assumption of perfect information. But we
expect the investment of the Korean firms depends on the land value since there
could asymmetry of information in Korean firms case and the commercial banks tend
to ask the firms to provide the land as the collaterals, as in Japanese firms cases. The
results of rigorous regressions in this paper shows that Korean firms' investment
relies on the land value and cash flows in the firms. But this effects seems to have

been smaller after east Asian currency crisis.
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